
FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT

NO..20120313632- OI

TO: Depaitinent of Market Regulation
Financial Industry Regulatory Authority (''F?NRA")

RE: Investment Professioiials, Inc., Respondent
Broker-Dealer
CRD No. 30184

Pursuant to FINRA Rule 9216 of FINRA's Code of Procedure, Respondent Investment
Professionals, Inc. (the ''Respondent" or "Firm") submits this Letter of Acceptance, Waiver and

Consent ("AWC") for the purpose of proposing a settlement of the alleged rule violations
described below. This AWC is submitted on the condition that, if accepted, FINRA will not
bring any future actions against the Firm alleging violations based oii the same factual findi?igs

described herein.

I.

ACCEPTANCE AND CONSENT.

A. The Firm hereby accepts and consents, without admitting or denying the findings, and

solely for the purposes of this proceeding and any other proceeding brought by or on

behalf of FINRA, or to which FINRA is a paity, prior to a hearing and without an
adjudication ofany issue oflaw or fact, to the entry of the following findings by FINRA:

BACKGROUND

The Firm has been a member of FINRA, and its predecessor NASD, sit?ce May 19,1992,
and its registration remains in effect,

SUMMARY

In connection with F??IRA Matter No. 20120313632, the Fixed Income Investigations

Team of the Departmei,t of Market Regulation (the ''staff') reviewed the Firm's
inunicipal securities trading activity from October 1,201 1 through October 31,2013 (the

?re view period"). Based on its review, the staff determined the Firm engaged in the

violative conduct set forth below, consisting of violations of MSRB Rules G-17 and G-

27.
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FACTS AND VIOLATIVE CONDUCT

The staff identified tradi?ig activity by tlie Firm in relation to its customer, a limited
partnership. In total, the staff identified 167 sets of transactiot?s in which tlie Firm,

through a broker's broker or ati Alternative Trading System (''ATS''), traded for its

customer. These ti?nsactions did not effect a change in beneficial ownership.

In each of the 167 sets of transactions, the Firm executed transactions in the following
manner: ( 1) a purchase by the Fhm of bonds from its customer, which was held as a

position iri the customer's accowit; (2) a sale by the Fiim of those bonds to either a

broker's broker or an ATS; (3) a purcl?ase by tlie Finn of those bonds from the same
broker's broker or ATS; and (4) a sale by the Firm of those botids to the same customer,
The staff' ideiitified the 1 67 sets of transactions among a total of 52,558 transactions made

by the Finn for that customei during the review period.

The MSRB's nile governingjust and equitable conduct requires that *[i]n the conduct of
its municipal securities or municipal advisory activities, each broker, dealer, mi?iiicipal
securities dealer, and municipal advisor sl?all deal fairly with all pcrsons and shall not

engage m any dcceptive, dishoi,est, or lmfair pmctice." See MSRB Rule G- 17. Based on
the foregoing facts, the staff.found that, in the conduct of its municipal securities

activities, the Firm did not comply with MSRB Rule G-17. Specifically, dui'ing the

review period, the Firm executed 167 non-bona fide municipal transactions for one
trading account without a change in.beneficial ownership. Of these 167 transactions, the

Firm executed seven pre-arranged municipal transactions for the same account, The

conduct described in this paragraph constitutes separate and distinct violations of MSRB
Rule G-17.

MSRB Rule G-27 requji?es member firms to establish and maintain a system, in??iding

written supervisory proceditres (''WSPs"), to siipervise the municipal securities activities

of its employees, which are reasoi?ably desigtied to achieve compliance with applicable

securities laws and regulations, and MSRB mles. During the review period, the Firm
lacked a reasonable supervisory system to detect and pi'event non-bona fide and pre-
armnged niunicipal bond trades in the type of Finn account at issue in this matter, The
subject account was a limited partnership serviced by multiple traders who executed

tmdcs on behalf of the Firm, The Firm did not have any WSPs applicable to trading

activity in limited partnership accounts. Instead, the Firm's WSPs i'etating to non-bona

fide and pre-arranged trading applied to managed accounts in its investment adviser

business and retail municipal transactions, neither ofwhich included the account at issue.

The conduct desctibed in this paragraph constitutes a violation ofMSRB Rule G-27.
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B. The Fim, also coiisents to the iinposition ofthe fb!lowhig sanctions:

A censum, a fine of $125,000 ($100,000 for the Rule G-17 violations
and $25,000 for the Rule G-27 violation), and an undertaking to revise
the Firm's WSPs with respect to the areas described in Section I.A under
Facts and Violative Conduct.' Within 30 business days of acceptancc of
this AWC by the National Adjudicatory Council C?AC"), a registered
principal of the Firm shall submit to the COMPLIANCE ASSISTANT,
LEGAL SECTION, DKPARTMENT OF MARKET REGULATION,
9509 KEY WEST AVENUE, ROCKVILLE, MD 20850, a signed,
dated lette? or an e-mail from a work-related account of the registered

principal to MarketRegi,lationCoin?@finra,org, providing the

following information: (1) a reference to this matter; ?) a representation

that the Firm Iias revised its WSPs to address the deficiencies described

above in Section IA. under Facts and Violative Conduct; and (3) the date

the ??evlsed procedures were implemented,

The Firm agrees to pay the lnonetary sanction(s) upon notice that this AWC has been

accepted and that such paymetit(s) are due and payable. ?t has submitted an Election of
Paymei?t foim showit?g the method by ?vhich it proposes to pay the fiiw imposed.

The Firm specifically and voluntarily waives any right to claim that it is unable to pay,

now or at any tiine hereafter, the monetary sanction(s) imposed in this matter.

The imposition of a rastitution order or any other moiietary sanction herein, and the

timing of such ordered payments, does not preclude customers from pursuing their own
actions to obtain r?titution or other iemedies,

Tlie sanctions hnposed het?in shall be effective oi? a date set by FlNRA staff.

II,

Y?AIVER OF PROCEDURAL RIGHTS

The Firm specifically and voluntarily waives the following rights granted under FINRA's Code

of Procedure:

A. To have a Coinplaint issued specifyhig tl?e allegations against the Firm;

B. To be notified of the Complaint and have the opportunity to miswer the allegations in

writing;

? No restitution payment isl provided for in the AWC because the Firm paid restitution to its customei:
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C. To defend against the allegations in a disciplinary hearing before a hearing panel, to have

a written record of the hearing made, aiid to have a written decision issued; and

D. To appeal any such decision to the NAC and then to the U,S. Securities and Exchange
Commission and a U,S. Court ofAppea!s,

F??rther, the Fit'?n specifically and voluntarily waives any right to claim bias or prejudgment of
tim Chief Legal Officer, tl?e NAC, or any member ofthe NAC, in connection with such person's

or body's participation in discussions regarding tl?e terms and coiiditions of this AWC, or other
consideration of this AWC, inc?uding acceptance or rejection of this AWC.

The Firm futther specifically and voluntarily waives any right to claim that a person violated the

ex parte prohibitions of FINRA Rule 9143 or tlie separation of functions prohibitions of FINRA
Rule 9144, in connection witl? such person's or body's participation in discussions regarding the

terms and conditions ofthis AWC, or other consideration ofthis AWC, including its acceptance

or rejection.

III.

PTFJ[ER MATTER?

The Firm understands that:

A. Submission of this AWC is voluntary and will not resolve this ?natter u?iless and until it

has been reviewed and accepted by the NAC, a Review S?ibcommittee of the NAC, or the

Office of Disciplinary Affairs ("ODA"), pursuant to FINRA Rule 9216;

B. If tliis AWC is not accepted, its submission will not be used as evidence to prove any of
the allegations against the Firm; and

C. If accepted:

I. This AWC will becoine part ofthe Firm's permanent disciplinary record and may
be considered in any future actions brought by FINRA or any other regulator

against the Firm;

2. This AWC will be nmde availab!e through FINRA's public disclosure program in

in accordance with FINRA Rule 8313;

3. FINRA may make a public announcement concerning this agreement and the

subject lnatter thereof in accordance with FINRA Rule 8313; and
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4. The Finn may not take any action or make or permit to be made any public
statemeiit, including in regulatory filings or otherwise, denying, directly or
indirectly, any finding in this AWC or create the impression that the AWC is

without factual basis, The Finn may not take any position in any proceeding
brought by or on behalf of FINRA, or to which FINRA is a party, that is

inconsistent with any part of this AWC. Nothing in this provision affects the
Firm's: (a) testimonia? obligations; or (b) riglit to take legal or factual positions in
litigation or other legal proceedings in which FINRA is not a party,

D. The Firm may attach a Corrective Action Statement to this AWC that is a statement of
demonstrable corrective steps taken to prevent future misconduct. The Firm understands

that it niay not deiiy the charges or make any statement that is inconsistent with the AWC
in this Stateme?it, This Statement does not constitute factual or legal findings by FINRA,

nor does it reflect the views of FINRA or its staff,
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The u??dersigned, on belia?fof the Firm, certifies tl?at a person duiy authorized to nct on its behalf
has read and understands all ofthe provisions of this AWC and has been given a full opportunity
to ask questions about it; that it has agreed to the AWC's provisions voluntarily; and that no
offer, threat, ind?icemcnt, or pt'Omisc of any kind, other than tl?e terms set forth herein and the
prospect ofavokling the issuance ofa Complaint, has been made to induce the Firm to submit it.

ILIil/7
Date Investment Professionals, Inc., Respondent

ByiB?Smajl
NameiBnan S.-ovIK

Title: CCO

08961 /A 

---?#Lnw?y
??n T. Gerhart, Jr, Esq.

Hunton & Williams, LLP
1445 Ross Avenue, Suite 3700

Dallas, Texas 75202-2799

Tel. (214) 468-3327

Couiisel for Respondent

Accepted by FINRA:

2/2/17 Signed on behalf ofthe
Date Director ofODA, by delegated authority

RRZAiZMwzhm/LF
Robert A, Marchman
Executive Vice President, Legal Section
Depart?nent of Market Regulation
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